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DEFENSE, DEPARTMENT OF
A revision of the defense acquisition regulations to prohibit contractors from
charging lobbying costs to defense contracts was recently ordered by Defense 
Secretary Caspar Weinberger. The new DAR rule defines "lobbying" as any ac­
tivities designed to directly influence Congress to favor or oppose official 
actions of Congress, or indirectly influence Congress by encouraging others to 
do so for the procurement of specific supplies or services for the federal 
government. The revised DAR contains a cost principle providing that costs 
of lobbying to affect congressional decisions on the procurement of specific 
supplies or services by the federal government are not allowable under DOD 
contracts. Legislative liaison costs, however, as defined in the cost principle, 
are allowable. The revision notes that where the contractor’s accounting systems 
are not capable of differentiating unallowable lobbying costs from otherwise 
allowable costs, the contractor may be required to certify in writing that 
its overhead rate proposal does not include any unallowable lobbying costs. 
Additionally, Sen. David Pryor (D-AR) is currently drafting legislation that 
would prevent defense contractors from including their lobbying expenses as 
allowable costs reimbursable by the federal government. The regulation will be 
effective when it is published in an upcoming DAR circular.
FEDERAL RESERVE BOARD
Edge Corporations would be allowed to offer certain investment services to their 
foreign customers under a recently proposed amendment by the Board to its 
Regulation K (see the 10/16/81 Fed. Reg, pp. 50975-76). The proposal would 
add certain investment and economic advisory and investment management ser­
vices to the list of activities permissible for Edge Corporations in the U.S. 
Under the proposal, 12 CFR 211.4(e) (4) would be added to the regulation and 
would provide for investment advisory services to be provided for foreign 
customers, which would enable Edge Corporations to compete effectively with 
foreign-owned institutions. The proposal would allow investment advisory 
services to be provided for individuals residing outside the U.S. who visit 
infrequently and are therefore unavailable for consultation on a continual 
basis. Comments are requested specifically on whether this proposal would 
effectively help Edge Corporations to compete. For additional information 
contact Henry Schiffman at 202/452-2523.
Reserve and reporting requirements for non-member depository institutions with
total deposits of less than $2 million have been deferred for an additional 
six months, according to a recent press release from the Board. The Monetary 
Control Act of 1980 brought certain deposits of non-member institutions under 
the Board’s control. To lessen the burden for small institutions, the Board 
had deferred the requirements and now extends the deferral through April 1982. 
The deferral affects approximately 18,000 depository institutions.
OFFICE OF MANAGEMENT AND BUDGET
Three new parts of the draft Federal Acquisition Regulation were recently released 
for comment (see the 10/16/81 Fed. Reg., p. 50997) . The new parts include the 
Audit Clause under Part 15 which allows for the auditing of books and records 
of contractors and subcontractors performing cost-type contracts, interagency 
acquisitions under Part 17, and services of experts and consultants under Part 
37. Copies of these parts of the draft FAR are available from and comments 
should be submitted to William Maraist at 202/395-3300. Comments are requested 
by 12/2/81.
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SECURITIES AND EXCHANGE COMMISSION
Implementation of QMB plans for a 12% across the board cut in government spending
would cause the SEC to reduce its enforcement staff by 16% in 1982, sharply
curtail regional operations and substantially slow down its document review and
enforcement activities, according to a letter from Commissioner Barbara S.
Thomas, printed in the Washington Post, 10/16/81. Chairman Shad is reported 
to have indicated that the Commission is prepared, if necessary, to implement the 
reduction, however, a 12% budget cut at this time would substantially limit 
the operation of the Commission in all areas. It is suggested that $4 million 
of the proposed SEC budget cuts would have to come from personnel reductions. 
Approximately 400 people— one out of five SEC employees— would have to be ter­
minated. The Commission stopped filling vacancies on 10/1/81. A 12% budget 
cut would translate into a 20% reduction in personnel in 1982 alone. The current 
staff is smaller than it was in 1975, according to Ms. Thomas. The proposed 
budget would have the following impact on various SEC programs: enforcement 
cases would be reduced by about 15% and certain active investigations and 
pending cases would be terminated; repeat filing reviews would be terminated 
and only one-third of initial filings will be reviewed; corporations will be 
required to submit all registration statements to the Washington headquarters 
instead of regional offices; the office which responds to investor inquiries 
and complaints would be closed; personnel engaged in economic analysis and 
dissemination to the public of statistical data and reports would be reduced 
by 45%; and, MOSS would be terminated.
Permission for certain unit investment trust registration statements to become 
effective immediately is the subject of recently proposed rulemaking by the
Commission. The automatic effectiveness would be available for a registration 
statement filed with respect to the securities of a new series of a trust, 
and only if the registration statement does not differ in any material respect 
from the registration statement of at least one specifically identified pre­
vious series of the trust. Comments are requested by 12/21/81. For additional 
information contact Kathleen A. Jackson at 202/272-2115.
TREASURY, DEPARTMENT OF
Exclusion of Interest on Certain Savings Certificates is the subject of a notice 
of proposed rulemaking by the Department of Treasury, Internal Revenue Service 
(see the 10/20/81 Fed. Reg., p. 51588). The proposal is intended as a cross- 
reference to the recent policy which temporarily excludes interest on the 
all-savers certificates and will eventually supplant the temporary regulations. 
In addition to the text of the temporary regulations, this notice contains 
other proposed amendments to Part 1 not adopted as temporary regulations. This 
material consists of conforming amendments under other sections of the IRC that 
incorporate certain rules of section 128 which concern all-savers certificates. 
Comments are requested by 12/21/81. For additional information contact Stephen 
Small at 202/566-3238.
In a related matter, the IRS has announced public hearings on the proposed 
regulations relating to the all-savers certificates (see the 10/20/81 Fed. Reg., 
pp. 51588-9). The hearing will be held in the IRS Auditorium, 1111 Constitution 
Avenue, N.W., Washington, D.C., on 11/23/81, beginning at 10 a.m. Outlines or 
oral comments must be delivered or mailed by 11/9/81. For additional information 
contact Charles Hayden at 202/566-3935.
The semi-annual agenda of significant regulations under review and development has
been released by the IRS (see the 10/15/81 Fed. Reg., pp. 50897-908). The
agenda lists IRS regulations which will come under review from 9/1/81 through 
3/31/83. For additional information contact George Bradley at 202/566-3935.
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Social Security payroll tax rates and the maximum amount of earnings taxed will
increase 1/1/81, due to the recent increase in average annual wages nationwide.
In accordance with the 1977 Social Security Amendments, the tax rate will rise 
from  6.65% to 6.70%. Additionally, the Department of Health and Human Services 
announced that the maximum taxable earnings base will also increase from $29,700 
to $32,400. The increase in the taxable base is determined under an automatic 
adjustment formula that keeps the earnings base up to date as wage levels in­
crease. Also increasing in 1982 is the maximum amount of annual earnings that 
a beneficiary under age 65 may earn without losing any Social Security benefits. 
The present earnings limit will be increased by $360 to $4,440. The earnings 
limit for those aged 65-72 will increase by $500 to $6,000.
Temporary IRS Regulations On Leasing Under the Economic Recovery Tax Act of 1981
were released on 10/20/81. The IRS release contains temporary regulations
relating to the special rules for leases and provides guidance to persons 
executing lease agreements under Section 168 (f)(8) of the Internal Revenue 
Code of 1954. The regulations apply with respect to certain property placed 
in service after 12/31/80. These regulations are included in Part 5c, Temporary 
Income Tax Regulations under the Economic Recovery Tax Act of 1981. The tem­
porary regulations provided in this release will remain in effect until superseded 
by later final regulations with respect to section 168 concerning accelerated 
cost recovery systems (ACRS) . These regulations are, according to IRS, expected 
to be revised and reproposed in a forthcoming notice of proposed rulemaking 
with respect to section 168 concerning ACRS. For additional information contact 
John Tolleris at 202/566-3924.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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